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Cover Page Photothe crew of the Virginialass fastattack submarine USS Missouri (SSN 780) render honors to the Battleship Missouri Memorial while arriving at

Battra is Veteran Owned SmaBusiness (VOSB) founded in 204@d delivers high value
operations research and supply chain services to commercial and government diatita. is
the Swedish word forlfnprove', which was chosen because it embodies the company's mis
of improving it clients' operations. Although Battra is a Swedish word, it is a U.S. compan

TheOffice for Operational Excellence (OQ&tpvides business, technical and management
support, training and program management in continuous improvement, human resource
management, quality systems management, supply chain management and other busines
technical disciplines. The OOE staff faletime, nonracademic experts with vast experience
that is leveraged to assist organizations in achieving operational excellence in Planning,
Processes, and Products/Services through development of People and conservation of th
Planet.

Jeffrey Donthoe AssociatesLLUs a multidiscipline economic and real estate consulting fir
The firm is based in New Hampshire, gndvides a comprehensive range of advisory, marke
and management services to clients in the private and public sectors.

Joint Base Pearl Harbétickam as part of a homeport change from Groton, Conn. Photo ByNBV§ Mass Communication Specialist 2nd Class Michael H. Lee.

CASSIDY INTERNATIONAL AIRPORT, HifibaR Ospreys and KC30J Hercules are parked during Marine Rotational FeBzrwin transPacific flight, Cassid
International Airport, KiribatiSep. 19, 2019. The flight was conducted to improve upon the OspreyRacific concept that has been developed and refined o
the past three MRID iterations. Photo By: 1st Lt. Colin Kennard.
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l10Executi ve Summary

Hawaii has long been recognized for its strategic importance and unique relationship with the military. With a
presenceirall¥ 2 dzZNJ O2dzy A Sa | ONR&da GKS &dlFidSY GKS YAfAGENER A&
economy. From civiliajobs and local business contracts, to spending by active duty military personnel deployed in
Hawaii and their families, thdefense industry is second only to tourismsupporting approximatelB0Kjobs and

contributing $4.2Bin economic impact.TheDepartment of Defense (DoD) Office of Economic Adjustment (OEA) in

its Fiscal Year 2018 state repestimated thattotal defensespending accounted for $7.2B FY 201& $2.3B in

military contract awardsfor local businessesnd$4.9Bin payroll, the largest component of total defense spending

in Hawaii fanking#9 among the 50 statespccording to theODEAHawaii is ranked #2n state defense spendings

a percentage of Gross Domestic Product (GDR)78% just behind the Commonwealth of Virginia at 10.3%.

Givenits significancel y& OKlFy3Sa Ay 525 ALSYyRAy3a gAftt KIF@AS I &A3
Therefore, fiis critical thatthed G  §S 6S LINBIF OGA @GS (G2 SyadNB || gl AAiQa SOz
in defense spendinglLikewise, the recent impacts from the COMMD global pandemic have highlighted the

importance of defense spendinghich has helped to stabilizee i I 4t SQa SO2y2Yeés a G2d2NRaAY
has become the hardest hit economic sector in 2020 with significant revenue and job losses.

Action Plan Objectives

CKAa S5SLINIYSY(d 2F 902y2YA0 5S@St 2LIYSy il reportpodddiaa YQa 65
proposedaction planof strategic recommendationghat can be used to guide future defense industry resilience

efforts, to include:

1 Proposed action plans for each priority area
1 A detailed Scope of Work for the action plan to be implemented in a megp®hase Il of the projeend
1 An estimated budget and timeline to implement the plan and meet the proposed deliverables.
Action PlanSummary
This action plan hasvo core components

1 HDE DoDndustry Alliance ¢ Establish a Hawafiocused DoD industry specific organization designed to
identify current and future industry challenges and develop solutiorsis alliance would include
representation from the three industry focus areas identified in Phas&igineeing Services, IT Services,
and Ship Repair & Buildinigwould provide a program management functiand working group concept
to supportthe success afther complimentaryrecommendations identified in this action pléminclude:

o Workforce/curriculum deelopment hip repairapprenticeship, KL2 STEMT prograrn)

o Hawaithased DoD small business mentorship and support (training, facility clearance sponsorship
SMM oneon-one engagemen)s

0 Regulatory/legislative advocady improve the business climate

1 Cybesecurity Support ¢ Partner with INNOVATE Hawgiil KS &l 468SQa bL{¢ alydZFI O
Partnership (MEP) National Network Cerg¢o provide immediate ssisaince tolocalDoD contractorand
small businessesThey would provideybersecurityrisk assessmen@nd technical assistance tocrease
the number ofHawaitbasedDoD small businesses that meet requirements to do business with the DoD

L HDE Websitehttp://defenseeconomy.hawaii.goy/
2 The HDE Project Teantilized a rolling 12nonth spending analysis to allow comparison across annual periods; 2020 includes a portion of
calendar year 2019 awards.

S https://oea.gov
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The longterm goal is tocultivate a cybersecurity ecosystem in the stdket will provide opportunities for
local Hawaii businesses and jobs both in the private and public/defense sectors

Additional detailsareincludedin this action plan for each core component.

The crew of the Virginialass fasattack submarine USS Mississippi (SSN 782) returns to Joint Base PearHielaor following a simonth Western Pacific
deployment, March 30, 2018. Photo By: Petty Officer 2nd Class Michael.

20Background

Starting in November 2019, the HDE Phase Il prdgarn updated and upgraded the HDEebsiteto provide
stakeholders timely andhsightful reports to better understand military spending in the state include job and
economic impact estimatesThe data model behind the website formed the basis of a defense sector industry
analysis that informed the project team on critical industry sectors basesbending concentrationThe data also
identified defense contractors receiving prime and subcontract awards with a place of performance of Hawaii. Using
this information, theHDE project team conductedSVOTanalysis using an online survey deployed t@ 86fense

related contractors located in Hawaignd received &1% response rate 89% of the respondents were small
businesses and 84% were service providers. The following section provides highlights from this survey:



about:blank

HDE SWORAnalysisHighlights

1 Strenghs & Opportunities The majority of HDE establishments survefiad a favorable view of their internal
characteristics (strengths) and future success in the defense market (opportuniieahcial Health and
Defense Market Outlookreceived thehighest ratings in terms aftrengths and opportunitiesindicating the
defense market has been financially rewarding to contractors and is expected to continue with more
opportunities in the future.

1 Weaknesses & Threatdarket Flexibility’ receivedthe lowest ratingin terms ofweakness indicating it is
difficult for defense firms to serve both public and private (commercial) mark&igever, withinNAICS 23:
Constructionfirms appear to be more resilient in their ability to move back and forth leetwthe defense and
LINA G GS aSOG2NES Fy AYyUSNyrt aGNBy3ldK $FBBNIN2020. A A Q& f
OverallDoD Dependencyis moderatdy highat an average of 46% across the firms surveydis indicates
some degree of wekness with the potential of a threat in the event a@vnturn indefense market spending.
In addition, many respondents indicated tBaisiness Climafeand Labor Market (Skilled Labor Availability
are significant challenges, bothreats especially in the professional services sector.

1 Top 3 HDE Focus Areaghrough the SWOT analysis, the HDE project team ideniffd@$5415: Computer
Systems Design and Related Servigggoersecurity & ITNAIG 541330: Engineering Servicemd NAICS
336611: Ship Building and Repairiag theTop 3 HDE focus areas with the greatpstential for sustaining
I 6 AAQa RSTSyaS AyRdzAGNE YR 0dAfRAY3I SO2y2YA 0 NBaA

IT Services & Cybersecurity (NAICS 5415)

NAICS 5415: Computer Systems Design and Related Sisraioésiportant industry sector, given the size of annual
defense spending, higgrowth rate, relatively higipaying occupations, and DoD mandates for cybersecurity.
hdziaARS 27F | I ¢l A dyleiseclRity Juppgris fobs Bc@adsynuple industries located in the state,
including finance/banking, transportation/shipping, tourism etc., beyond just professional services. The following
provide key insights for this industry sector:

1 ontract awards have risen over the last five yeapproachings128Min 2020, almost equal to 2019.
1 Net dollar flow&® support approximatelyl, 700jobs and contribute$240Min economic impact!

1 TheTop 3 occupations by total Hawaii employment inclddeSoftware Developers & Q&) Computer
Systems Analystend 3) Computer Occupations, Othdfour out of the Top 5 have botlow location
guotients and noticeably lower median salarieas compared to the median national salaries, suggesting
that the localeconomy may not be substantially diverse enough to provide the demand needed to increase
both the median salaries and location quotients closer to national levels.

Engineering Services (NAICS 541330)

NAICS 541330: Engineering Senikes important industry sector due to its very large annual defense spending in
Hawaii and higfpaying occupations within the state. These services are related not only to missile defense, but
many other defense requirements, such as system repair aridtar@nce and facility construction.

1 Contract awards have risen over the last five yéaB4%, approachings293M in 2020.

413aSaaYSyid 2F Iy 159 SailotAakKYSydQa 2@0SNrtft FAYFIYyOAlFt LISNF2NYXYIyOSo
5 Assessment of the growth potential of the markets which an HDE establishment currentlg sehas the potential to serve.

61 3aSaayYSyid 2F Iy 159 SailotAakySydQa loAfAlGe G2 asSNWBS || @GgFrNAxRSGe 2F )
”Measure of the ex¢nt to which an HDE establishmeateliant on DoD business to operate profitably.

8 Assessment dhe ¥ | @2 NI 0 A f Abiisines®@irohnhestih guppergofr y 1 59 S&GFof AAKYSydQa 2LISNI GA2yad

9 Assessment of the Hawaikilledf I 6 2 NJ LJ2 & metithe lcudrént ahdif@ureineeds of an HDE establishment.

10 Net Dollar Flows: Sum of Prime Contract Obligations flowing into the state + Sum of Subcontract Awards flowing into therstate:-of-

State Primes Sum of Subcontract Awards flowing outtbé state from IrState Primes.

1 HDE Websitehttp://defenseeconomy.hawaii.goy/
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1 Netdollar flows entering Hawaii support approximaté)¢90 jobsand contribute$569Min economic impact?
1 TheTop 3occupations by total Hawaii employment include:

Engineers1) Civil, 2) Electricaind3) Mechanical EngineecsThere is &igh employment and location quotient for
Civil Engineerswvhichaligns well with the large defense cangtion spending in the state. All three hawgedian
average salariethat arelower than the median national salariesThe data suggests that the demand and supply is
relatively balanced within the engineering siems sector.

Technologists/Techniciang) Electrical and Electronic Engineering Technicidp<alibration and Engineering
Techniciansand 3)Architectural and Civil Draftens contrast to engineer occupationisave shigher median salary
in Hawai in comparison to the rest of the U.S.

9 Our industry workforce survey noted only sligfatpsin terms ofengineering firnmeeds versughe skilledlocal
labor poo] indicating a healthy industry sector

Ship Building/Repairing (NAICS 336611)

Pearl Harbor Naval Shipya(@HNSYjsthey | G A2y Qa fFNBSailizx Y2ad O2YLINBKSYyairg

facility between the U.S. West Coast and the Far Hastthe largest industrial employer in the state, with a civilian

workforce of more than 00 and over 500 activeuty Navy personneMost of the spending withiNAICS 336611:

Ship Building and Repairiiigyconcentrated at PHNSY. This sector continues to be an important part of the Hawaii

Defense Economy and provides significant economicrsliyeto the local economywhich is heavily serviee

oriented.

1 Contract awardshave risen over the last five yeafs33.9% factoring in relatively high speint in 2019),
approachings177Min 2020 (although down from $261.5i 2019.

1 Net dollar flows suport approximatelyl,820 jobs and contribute$305.5Min economic impact®

1 TheTop 3 occupationdy total Hawaii employmentor this sectorinclude: 1) Plumbers, Pipefitters, and
Steamfitters, 2) Welders, Cutters, Solderers, and Bréxgisally associated with Ship Repair/Building) &hd
Misc. Assemblers and Fabricatdviost of the trades have relativelyigh-median average salaries compared
to the nationas a wholebut verylow location quotientsL & A & dzy Of SIF NJ AF GKAa Aa RdzS
as a servicdvased economy as opposed to manufacturing, which would explain lower location quotients in
these occupations, or if there is trulyskilled labor gap

I The 2020 HDE Ship Building and Repair (NAICS 336611) workforce motedygaps in availability of
moderately experienced especiallymarine welders, pipefitters, blasters and paintéfsRespondents
recommendedvocational training stding at the high school level

2HDE Websitehttp://defenseeconomy.hawaii.goy/

¥ HDE Websitehtp://defenseeconomy.havaii.gov/)

14 The Top 3 occupations by total Hawaii employment include: 1) Plumbers, Pipefitters, and Steamfitters, 2) Welders, ddteezss, Smd
Brazerdtypically associated with Ship Repair/Building) and 3) Misc. Assemblers and Fabriap2019 data fronhttps://www.bls.gov/oes/
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Clockwise from top leffPhoto #. ¢ Two U.S. Army AB4D Apache attack helicopters assigned to tieQavalry Squadron, 25th Combat Aviati
Brigade launch eight "fire and forget" AGMA4LHellfire Air to Surface Missiles during a training exercise off the coast of Oahu as part of th
of the Pacific (RIMPAC) 20Foto By: Sgt. Erin Sherwad?hoto #2 ¢ A common hypersonic glide body-HGB) launches from Pacific Missi
Range FacilitfKauai, Hawaiipn March 19, 2020, during BoDflight experiment. Photo By: U.S. Na®hoto #3 ¢ Marine scout snipers with
Weapons Company, 2nd Battalion, 3rd Marine Regiment, conduct high angle shooting on Range 10. Photo By: Sgt. S2haitoB#etzA G
17 Globemaster assigned to the 154th Wing, Hawaii Air National Guard, prepares to receive a post flight evaluation froras&igned to the
734 Air Mobility Squadron after a Joint Forcible Entry Operation (JFEO) jump at Andersen Air ForceaBasa Bune 30 2020.Photo By:
Senior Airman Michael Murphy

3.0Def ense Adelcitaonrc e

The Phase Il project team conducted a HDE SwwlTe surveythat provided feedback from defense contractors
doing business in Hawakinancial Healti{4.0 avg./68% Agree) amkfense Market OutlooK3.9 avg./68% Agree)
received the highest ratings in terms of average score and also percent of agree (Agree and Strongly Agree
responses), indicating the defense market has been financially rewarding to contractors and is expected to continue
with more @portunities in the future. On the other handfarket Flexibility (2.7 avg./26% Agree) received the
lowest rating, indicating it is difficult for defense firms to serve both public and private (commercial) markets. Overall
DoD dependencys moderately higlat an average of 46% across the firms surveydtese internal characteristics

make the industry sector more vulnerable to changes in DoD spending, amplifying the idlpiactigh defense
spending has continued to increase in Hawaii over the fpastyears, future program budget changes could have

an oversized impact on the state. Strategies that improve market flexibility and decrease DoD dependency are
challengingo design and effectively implemengspecially for small businessrvice providergostered within the
defense sector through acquisition preferencésis action plan focuses these types of contradtgcontractor
recommendations on the ship repair and building industry in Section 5.0.

Within 541: Professional, Scientific, and TechnicaliSss the industry sector with the highest number of survey

responsestespondents agreed that thBusiness Climatand Labor Market(skilled labor availability) are significant

challenges, bottthreats to these two industry sectors. Furthermore, a sfgm@int number of comments were
8



provided to addadditionalcolorto these challenges a general tone of disregai@hd aversioriowards the defense
sector

To address these two threats, this action plan recommends the establishmanHefvaifocused DoDindustry
specific organizatiofiDefense Sector Alliancdesigned to identify current and futunedustry challenges ando
develop solutions.The organization would be an allianspearheaded bya Hawaibased organization with
established industryalationships, statewideAlliance membership would extend beyond industry to include key
HDE stakeholders DoD agencies/commands, educational institutions, and other supporting organizatibes.
alliance would improve future engagemeand program develoment within the three immediateindustry focus
areas identified in PhasedEngineering Services, IT Services, and Ship Repair & Building.

The alliance would addressorkforce developmentgaps identified in the SWOT analysis by partnering with
industry, DoD commands, and educational institutions to chart a way forward to meet the demands of the DoD
industrial base. Particular attentisshould begiven to IT andybersecurityelated fields as that workforce will help
meet the demands for industrgyber®curity @rtification as well as existing IT angbersecurityDoD/contractor
requirements.In addition, the alliance woultlelp shapecurriculum developmentby partneringwith educational
institutionsto develop a KL2 curriculum centered upon growing higemand IT careefgeldsto meet the increasing
demand of DoD anthe industrial base.

The alliance would helpx@and opportunities for local defense contractdsg forming amentorship program
between both DoD contracting commands, resource partners, and existing DoD contractors. This mentorship
program will seek t@ducate local businessem efforts toexpand contracting opportunitieso include: formation

of Joint Ventures, subontractingpromotion, access tmpportunities that are component specific and not widely
publicized (Navy eSeaport, Army CHESS, gtidance folGSA Schedules and other Multiple Award Contracts, and
sponsorship for facility clearances for local businesses.

In orderto address shortages of securitieared personnel in Hawaii, this action plan recommends the exploration

of an initiative toincrease opportunitiesfor local DoD small businessds compete foropportunities that are
restricted to organizations witfacility clearances In addition, it allows these companiesgarsue clearance$or
additional personnel to eventually increase the number of cleared personnel in the state. Government agencies and
large contractors would have to be willing to sponsor lonalsbusinesses for work requiring clearances. Sponsored
small businesses would in turn have to work towards obtaining and maintaining a facility cleaanemtly,56%

do not have Facility Clearanceas indicated in the action plan feedback survey.

This initiative requires additional due diligence to evaluate éxent of the needrom DoD small businesses and
the constraintsand risksvoiced by DoD contracting representative®oD small business offices and contracting
commands in Hawaij and largedefense prime contractorsThe Pacific Island Chaptef NCMS; The Society or
Industrial Security Professionaisay be able to help guide and even lead this initiative, including helping to develop
a program frameworkFeedback from the action plan feedback survey indicates considerable interest in this
initiative, as explained in Section 6.0. Tiireject manager PM) will establish a stakeholder engagement plan to
develop a way forward.

Finally, he alliance would parter with local and federal officials to driveegulatory advocacyby promoting
regulations/legislation that enhances the business environment for the local contracting community and provides a
competitive/comparative advantage to local businesses

3.1 Strategic Recommendations

Action 1: Establisha Hawaitfocused DoD industryspecificalliance designed to identify current and
future challenges and develop solutions



1 Partner witha Hawatbased organization with established industry relationships, statewidiead the DoD
industry allianceDevelopanalliance chartergovernanceand sustainaliity planthat includes specific goals
and expectations

9 Assignoverall Phase lll program managemeasponsibilities to theDefense Industry Specialist within
DBEDTto include overseeing the coordination of effort by bottNNOVATHHawaii for cybesecurity
certification requirements and the vendor responsible for establishing Deéense Sector Alliancdn
addition, responsibilities would includmaintaining communication with OEA and submitting required
deliverable and financial reports.

1 Hire a Program Mnager (PM}o manage the alliance and d&y-day requirements.The PM will also
support other action plan requirements, such as serving as a liais@BEDTCyberHawajilINNOVATE
Hawaiiand any other partners involved@he Allianceontractorshould bebased in Hawaii and have existing
relationships with industry and government stakeholders throughout theestat

1 Secure marketingnd outreactservices talevelop andacilitate effective industrand publicengagement.

1 Proactively advocate small busingsarticipation througheffective organizational frameworks, such as
small business committeegtating industry representatiopetc.

9 Utilize MAC relationships with military commands to drive active DoD participation, including DoD small
businesoffices and major acquisition commands.

1 Develop a sustainabilifganto continuethe initiative in earnesbeyond the timeframe cdn OEA Phase IlI
program.

1 Key metricscan include number of meaningful alliance eventand initiatives such as educational
workshops, mentorship caits, career fairs and internship opportunities, etc.

Action 2: Address workforce development gaps by partnering with industry, DoD commands, and
educational institutions to chart a way forward to meet the demands of the DoD industrial base.

1 Develop aboDworkforce developmentvorking group/committeewithin the DoD industry alliancand
task the committee to develop @oDworkforce development strategyKey metricgan include workforce
development committee established, strategy completethvection plan, etc.

9 Identifyworkforce gaps that require partnering with educational institutions for curricula development and
existing DoD contractors to develop internship programs. ldentify similar efforts undertaken by local
organizations and governemt entities designed to diversify local workforce to meet industry/DoD
demands Examples of K2 programs could include:

0 Sponsoring advanced manufacturing clubs at high schools and career technology schoals.
o Creating and initiating a manufacturing caresvareness program at the middle school level.

o 9adlofAaKAYy3dI @20FGA2ylf GNIAYyAy3a i GKS KAIK &
i.e. welding, CNC, etc.,, and future advanced manufacturing skills, i.e. robotics, additive
manufacturing.

Key netrics can include: number of program participants and/or number of training events

1 Conduct oneon-one workforce assessments with Hawlaéised DoD SMMgocusing on ship repair and
building)and provide an industry report of workforgelated findings wit recommendationgo include
expandng the existing HCC apprenticeship progrémmprovide opportunities for contractors supporting

10



defenserelated ship repair and/or implementation of other innovative training progralesy metrics can
include:number of apprentices graduating and/or number of apprentices hired fottifn® employment

1 Encourage unemployed and underemployed job seekers to consider careers in advanced manufacturing.

1 Serve as a liaison to integrate initiatives developed in suppbthe cybersecurity ecosysteto include
development of a program to increase the numberl@tal IT workers withn-demand |A/cybersecurity
industry certifications.

Action 3: Forma mentorship pogram between both DoD contracting commands, resource partners,
and existing DoD contractors to educate local businesses on efforts to expand contracting
opportunities.

1 Develop mentorship programvorking group/committeeand seek participation fromariousstakeholders,
i.e., DoD contracting commands, resource partners and existing DoD contrdgrmietriccan include
numberof mentorship events and/or number of local business participants,

1 Develop a program todip local small DoD businesses obtaiarsggorship opportunities from DoD agencies
or large primes to obtain facility clearancé&y metricsan includenumber of facility clearancesnd/or
number of personnel cleargetc.

1 Partner with INNOVATE Hawtii conduct oneon-one engagements wittHawaitbasedDoD SMMs to
improve operational excellence and develop an innovation roadmlipough this industry sector receives
relatively large annual defense spending, there are only a limited number of small andmmsitied
businesses receiving prime contract awards. As a result, efforts to engage SMMs o basis
should have a large impact on the overall seckmgagements can also include cybersecurity assessments
to meet DoD compliance requirementkey metrics can include number of assessments completed,
number of projects completed, and/or number of roadmaps completed

1 Expand access filitary installationad 2 2 0 bypromdliEgéhe inclusion of defense contractors during
industry outreach eventsanducted by local military installations to ensure equal access to qualified
workforce participants

1 Key metricscan include number of mentorship events and/or number of local business participants
number of facility clearancesnd/or number of personnel cleareetc

Action 4: Promote regulations/legislation that enhances the business environment for the local
contracting community and provides a competitive/comparative advantage to local businesses

9 Develop a business regulatory advocacy working group/committee arttigy with local and federal
officials to drive regulatory advocacy

1 Include representation from small and large Havib@sed DoD contractors on the working
group/committee

1 Key metriczan include number of regulatory changes.

3.2 Key Partners

1 A Hawatbased organization with established industry relationships, statewvdetake the lead and
develop a charter and governance plan

I The Hawaii Chamber of Commerce and tditary Affairs Councilwithin the Hawaii Chamber of
Commerce.
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